March 2009 CCDF Cluster HHS

DEPARTMENT OF HEALTH AND HUMAN SERVICES

CFDA 93.575  CHILD CARE AND DEVELOPMENT BLOCK GRANT
CFDA 93596  CHILD CARE MANDATORY AND MATCHING FUNDS OF THE
CHILD CARE AND DEVELOPMENT FUND

L PROGRAM OBJECTIVES

The Child Care and Development Fund (CCDF) provides funds to States (including Territories
and Indian Tribes) to increase the availability, affordability, and quality of child care services for
low-income families where the parents are working or attending training or educational
programs. The CCDF consolidates the Child Care and Development Block Grant (CCDBG) and
funding formerly provided to States through the child care programs under Title IV-A of the
Social Security Act.

II. PROGRAM PROCEDURES

The Personal Responsibility and Work Opportunity Reconciliation Act of 1996 (PRWORA)
repealed the child care programs under Title [V-A of the Social Security Act, i.e., Aid to
Families with Dependent Children Child Care, Transitional Child Care and At-Risk Child Care,
and required that all Federal child care funds be spent in accordance with the provisions of the
amended Child Care and Development Block Grant program. While these Federal child care
programs have been consolidated under a single set of eligibility requirements, there are three
distinct funding sources. The three sources are the Discretionary Fund (CFDA 93.575),
Mandatory Fund (CFDA 93.596), and the Matching Fund (CFDA 93.596). Additionally, under
the Temporary Assistance for Needy Families (TANF) program (CFDA 93.558), a State may
transfer TANT funds to CCDF and, if so, the funds transferred in are treated as Discretionary
Funds (42 USC 606(d); 45 CFR section 98.54(a)).

Administration and Services

The Child Care Bureau of the Office of Family Assistance (OFA), Administration for Children
and Families (ACF), Department of Health and Human Services (HHS), administers the CCDF.
To receive funds a State, Territory or Indian Tribe (Tribe) must submit a plan containing specific
information and assurances. The plan serves as the application for funding for States and
Territories and is effective for a two-year period. Tribes, in contrast, must submit a yearly
application indicating child counts as well as a tribal plan. A Tribe’s plan is also effective for
two years. Tribes are generally subject to the same program requirements as States and
Territories, except as specifically noted below.

Following ACF approval of the plan (and application, in the case of Tribes), funds are awarded
to the designated State, territorial or tribal entity (generally referred to “lead agency”) based on
statutory/regulatory formulas. State awards are not adjusted by separate direct Federal funding
of counterpart tribal programs within the State. As long as statufory and regulatory requirements
are met (e.g., that the States, Territories, and those Tribes receiving grants over $500,000 offer
parents certificates for the purchase of child care services), grantees have broad flexibility in
designing programs and offering services. For example, CCDF funds may be used in
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collaborative efforts with Head Start (CFDA 93.600) programs to provide comprehensive child
care and development services for children who are eligible for both programs. In fact, the
coordination and collaboration between Head Start and the CCDF is mandated by sections
640(g)(2)(D) and (E), and 642(c) of the Head Start Act (42 USC 9835(g)(2)}(D) and (E); 42 USC
9837(c)) in the provision of full working day, full calendar year comprehensive services

(42 USC 9835(2)(5)(v)). In order to implement such collaborative programs, which share, for
example, space, equipment or materials, grantees may blend several funding streams so that
seamless services are provided.

Tribes may operate the CCDF program under a consolidated Pub. 1.. No. 102-477 demonstration
project. Pub. L. No. 102-477 refers to the Indian Employment, Training, and Related Services
Demonstration Act of 1992, the purpose of which is to provide for the integration of
employment, training, and related services to improve the effectiveness of those services. Tribes
that integrate their CCDF program into a Pub. L. No. 102-477 project must expend CCDF funds
for allowable CCDF purposes in accordance with CCDF statutory and regulatory requirements,
with the exception of the requirements to submit a separate biennial CCDF plan and
administrative data and financial reports. Tribes participating under Pub. L. No. 102-477 project
submit alternative plans and reports to the Department of the Interior, which serves as the lead
Federal agency for Pub. L. No. 102-477. Upon request by a Tribe, under Pub. L. No. 102-477,
HHS may also waive certain statutory provisions, regulations, policies, or procedures.

Source of Governing Requirements

The Discretionary Fund (CFDA 93.575) is authorized by the Child Care and Development Block
Grant Act of 1990, as amended by Title VI of the PRWORA of 1996 (Pub. L. No. 104-193), and
subsequent amendments thereto, and codified at 42 USC 9858-9858q. The Mandatory and
Matching Funds (CFDA 93.596) are authorized under section 418 of Title IV-A of the Social
Security Act as amended by PRWORA and the Deficit Reduction Act of 2005 (Pub. L. No. 109-
171), and codified at 42 USC 618. The CCDF (i.e., all three funds) is subject to the
implementing regulations at 45 CFR parts 98 and 99.

CCDF 1s not subject to the HHS implementation of the A-102 Common Rule or to 2 CFR part
225 (formerly OMB Circular A-87).

Availability of Other Program Information

The ACF Child Care Bureau’s web site (hitp://www.acf.hhs.gov/programs/cch/) provides general
information on this program.

m. COMPLIANCE REQUIREMENTS

In developing the audit procedures to test compliance with the requirements for a Federal
program, the auditor should first look to Part 2, Matrix of Compliance Requirements, to
identify which of the 14 types of compliance requirements described in Part 3 are
applicable and then look to Parts 3 and 4 for the details of the requirements.
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A. Activities Allowed or Unallowed

1. Funds may be used for child care services in the form of certificates, grants, or
contracts (42 USC 9858c(c)(2)(A)).

2. Funds may be used for activities that improve the quality or availability of child
care services, consumer education, and parental choice (42 USC 9858e).

3. Funds may be used for any other activity that the State deems appropriate to -
promoting parental choice, providing comprehensive consumer education
information to help parents and the public make informed choices about child
care, providing child care to parents trying to achieve independence from public
assistance, and implementing the health, safety, licensing, and registration
standards established in State regulations (42 USC 9858¢(c)(3)(B)).

4. No funds may be expended t_hrbugh any grant or contract for child care services
for any sectarian purpose or activity, including sectarian worship or instruction
(42 USC 9858k(a)).

5. With regard to services to students enrolled in grades 1 through 12, no funds may

be used for services provided during the regular school day, for any services for
which the students receive academic credit toward graduation, or for any
instructional services that supplant or duplicate the academic program of any
public or private school (42 USC 9858k(b)).

6. Except for Tribes, no funds can be used for the purchase or improvement of land,
or for the purchase, construction, or permanent improvement {other than minor
remodeling) of any building or facility (42 USC 9858d(b)).

Tribes may use funds for the construction and major renovation of child care
facilities with ACF approval (42 USC 9858m(c)(6); 45 CFR section 98.84).

7. Except for sectarian organizations, funds may be used for the minor remodeling
(i.e., renovation and repair) of child care facilitics. For sectarian organizations,
funds may be used for the renovation or repair of facilities only to the extent that
it is necessary to bring the facility into compliance with the health and safety
standards required by 42 USC 9858¢(c)(2)(F) (42 USC 9858d(b)).

B. Allowable Costs/Cost Principles

As indicated in Appendix I of this Supplement, Federal Programs Excluded from the A-
102 Commen Rule, grantees (“lead agencies™) shall expend and account for CCDF funds
in accordance with the laws and procedures they use for expending and accounting for
their own funds (45 CFR section 98.67).

C. Cash Management
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For the Matching Fund’s (CFDA 93.596) requirement, the drawdown of Federal cash
should not exceed the federally funded portion of the State’s Matching Funds, taking into
account the State matching requirements. For example, the total Matching Fund
expenditures for a year—both State and Federal shares—for a fiscal year are $100. Of
this $100, the State share of the Matching Fund is $40. For any period, the amount of
Federal funds drawn down should not exceed 60 percent of the total expenditures for that
period (31 CFR section 205.15(d)).

E.  Eligibility
1.  Eligibility for Individuals

The approved plan provides the specific eligibility requirements selected by each
State/Territory/Tribe. Those requirements must comply with the following
Federal requirements for individual eligibility: '

a. Children must be under age 13 (or up to age 19, if incapable of self care or
under court supervision), who reside with a family whose income does not
exceed 85 percent of State/territorial/tribal median income for a family of
the same size, and reside with a parent (or parents) who is working or
attending a job-training or education program; or are in need of, or are
receiving, protective services. Tribes may elect to use State or tribal
median income (42 USC 9858n(4); 45 CFR sections 98.20(a) and
98.80(1)). '

b. The award of CCDF funds to an Indian Tribe shall not affect the eligibility
of any Indian child to receive CCDF services in the State or States in
which the Tribe is located (45 CFR section 98.80(d)).

2. Eligibility for Group of Individuals or Area of Service Delivery - Not
Applicable

3. Eligibility for Subrecipients - Not Applicable

A-133 Compliance Supplement 4-93.575-4



March 2009 CCDF Cluster ) HHS

G. Matching, Level of Effort, Earmarking

The matching and MOE requirements apply only to the Matching Fund (CFDA 93.596).
The State’s matching and MOE expenditures are closely related. For a State to receive
the allotted share of the Matching Fund, the State must meet the MOE requirement and
obligate the Mandatory Fund by year end (see IIL.H, “Period of Availability of Federal
Funds™). The matching and MOE amounts are reported on the CCDF Financial Report
(ACF-696) (see L1.L.1, “ Reporting - Financial Reporting™).

1. Matching

a. A State is eligible for Federal matching funds (limit specified in 42 USC
618 and 45 CFR section 98.63) only for those allowable State
expenditures that exceed the State’s MOE requirement, provided all of the
Mandatory Funds (CFDA 93.596) allocated to the State are also obligated
by the end of the fiscal year (45 CFR section 98.53).

b. State expenditures will be matched at the Federal Medical Assistance
Percentage (FMAP) rate for the applicable fiscal year. This percentage
varies by State and is available on the Internet at
http://www.aspe.hhs.gov/health/fmap.htm. To be eligible an activity must
be-allowable and be described in the approved State plan (45 CFR section
98.53). :

C. Private or public donated funds may be counted as State expenditures for
this purpose subject to the limitations in 45 CFR section 98.53.

d.  No more than 30 percent of State matching claims may be for pre-
kindergarten services. The 30 percent threshold is based on a regulatory
provision implemented beginning in fiscal year (FY) 2008. For any fiscal
year prior to 2008, a State may use public pre-kindergarten funds for up to
20 percent of the funds for State match expenditures (45 CFR section
98.53(h)(3)). The same expenditure may not be used for both MOE and
matching purposes (45 CFR sections 98.53(d) and 98.53(h)).

2.1  Level of Effort - Maintenance of Effort

If a State requests Matching Funds (CFDA 93.596), State MOE (non-Federal)
funds for child care activities must be expended in the year for which Matching
Funds are claimed in an amount that is at least equal to the State’s share of
expenditures for FY 1994 or 1995 (whichever is greater) under former Sections
402(g) and (i) of the Social Security Act {42 USC 618). Private or public donated
funds may be counted as State expenditures for this purpose

(45 CFR section 98.53).
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No more than 20 percent of the MOE requirement may be met with State ‘
expenditures for pre-kindergarten services. The same expenditure may not be
used for both MOE and matching purposes (45 CFR sections 98.53(d) and

98.53(h)).
2.2 Level of Effort - Supplement Not Supplant - Not Applicable

3. Earmarking

a. Adminisirative Earmark - A State/Territory may not spend on
administrative costs more than five percent of total CCDF awards
expended (i.e., the total of CFDA 93.575 and 93.596) and any State
expenditures for which Matching Funds (CFDA 93.596) are claimed (42
USC 9858¢(c)(3)(C); 45 CFR section 98.52).

Tribes are allowed 15 percent of the amount expended under CFDA
93.575 and 93.596 for administrative costs. Tribes with at least 50
children under age 13 are provided a base amount of $20,000, which may
be expended for any purpose consistent with the purpose and requirements
of the CCDF. Tribes with fewer than 50 children who are members of a
consortinm receive a pro rata amount of the $20,000 in proportion to the
number of children under age 13 in relation to 50. The base amount is not
included in the amount against which the administrative earmark is
calculated {45 CFR sections 98.61(c), 98.83(e), and 98.83(g)).

The following activities are not considered administrative costs (63 FR
39962):

(1)  Ehgibility determination and redetermination.
) Preparation and participation in judicial hearings.
3 Child care placement.

@) Recruitment, licensing, inspection, review and supervision of child
care placements.

&) Rate-setting.
(6) Resource and referral services.
(7)  Training of child care staff.

(8)  Establishment and maintenance of computerized child care
information systems.

(9)  Establishment and operation of a certificate program.
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b. Quality Earmark - States and Territories must spend on quality and
availability activities, as provided in the State/territorial plan, not less than
4 percent of CCDF funds expended (i.e., the total of CFDA 93.575 and
93.596 funds) and any State expenditures for which Matching Funds
(CFDA 93.596) are claimed (45 CFR section 98.51).

Only those Tribes receiving grants over $300,000 must spend at least four
percent of CCDF funds expended on quality activities as described in the
tribal plan/application. The $20,000 base amount is not included in the
amount against which the quality earmark is calculated (45 CFR sections
98.51(a), 98.83(e), and 98.83(1)).

c. Targeted Funds - Congress may also specifically target funds for certain
purposes. For example, in the FY 2008 HHS appropriation, Congress
specified three types of targeted funds—one for resource and referral and
school-aged activities, another for activities to increase the supply of
quality child care for infants and toddlers, and a third for quality
improvement activities.

H. Period of Availability of Federal Funds

1. Discretionary Funds (CEFDA 93.575) must be obligated by the end of the
succeeding fiscal year after award, and expended by the end of the third fiscal
year after award (42 USC 9858h(c); 45 CFR section 98.60).

2. Mandatory Funds (CFDA 93.596) for States must be obligated by the end of the
fiscal year in which they are awarded if the State also requests Matching Funds
{CFDA 93.596). If no Matching Funds are requested for the fiscal year, then the
Mandatory Funds (CFDA 93.596) are available until expended (45 CFR section
98.60(d)).

3. Mandatory Funds (CFDA 93.596) for Tribes must be obligated by the end of the
succeeding fiscal year after award, and expended by the end of the third fiscal
year after award (45 CFR section 98.60(¢)).

4. Matching Funds (CFDA 93.596) must be obligated by the end of the fiscal year in
which they are awarded, and expended by the end of the succeeding fiscal year
after award (45 CFR section 98.60(d)).
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For example, availability periods for F'Y 2008 funds awarded on any date in FY 2008

(October 1, 2007 through September 30, 2008):

Discretionary'
| (CFDA 93.575)

If Source of Obligation must Be Obligation must Be
Obligation Is — Made by End of — Liquidated by End of —
FY 2008 FY 2009 (i.e., by 9/30/09) - | FY 2010 (i.e., by 9/30/10)

(CFDA 93.596)

FY 2008 Mandatory FY 2008 (i.e., by 9/30/08 | No requirement for

(State) but ONLY if Matching liquidation by a specific date
(CFDA 93.596) Funds are used)

FY 2008 Mandatory | F'Y 2009 (i.e., by 9/30/09 | FY 2010 (i.e., by 9/30/10)
(Tribes)* '

(CFDA 93.596)

Y 2008 Matching FY 2008 (i.e., by 9/30/08) | FY 2009 (i.e., by 9/30/09)

! TANF funds (CFDA 93.558) transferred to the CCDF during a fiscal year are_freated as
Discretionary Funds of the year they are transferred for purposes of the period of
availability (45 CFR section 98.54(a)(1)).

? In lieu of the obligation and liquidation requirements cited above, Tribes are required to
liquidate CCDF funds used for construction or major renovation by the end of the second

fiscal year following the fiscal year for which the grant is awarded (45 CFR section

98.84(e)).

L. Reporting

1. Financial Reporting

a. SF-269, Financial Status Report - Not Applicable

b. SF-270, Request for Advance or Reimbursement - Not Applicable

c. SF-271, Outlay Report and Request from Reimbursement for Construction
Programs - Not Applicable
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d. SF-272, Federal Cash Transactions Report - Payments under this program
-are made by HHS, Payment Management System (PMS). Reporting
equivalent to the SF-272 is accomplished through the PMS and is
evidenced by the PSC-272 series of reports.

e. ACF-696, Child Care and Development Fund Financial Report (OMB No
0970-0163) is due quarterly from States and Territories. The ACF-696T,
Child Care and Development Fund Financial Report for Tribes (OMB No.
0970-0195) is due annually from Tribes except for Tribes operating their
CCDF program under a Pub. L. No.102-477 project. These reports are in
lieu of the SF-269, Financial Staius Report. Lach fiscal year’s
expenditure report must be separate, therefore, multiple reports may be

* required if awards from more than one fiscal year are expended in a given
quarter. Any funds transferred from TANF are treated as Discretionary
Funds for reporting on the ACF-696 (42 USC 604(d); 45 CFR section
98.54(2)).

2, Performance Reporting - Not Applicable
3. Special Reporting - Not Applicable
IV.  OTHER INFORMATION

Under the TANF program (CFDA 93.558), a State may transfer TANF funds to CCDF
and the funds transferred are treated as Discretionary Funds under CCDF (42 USC
604(d); 45 CFR section 98.54(a)). The amounts transferred into CCDF should be
included in the audit universe and in total expenditures of CCDF when determining Type
A programs. On the Schedule of Expenditures of Federal Awards (SEFA), the amount
transferred in should be shown as CCDF expenditures when expended.

Tribes that integrate their CCDF program into a demonstration project under the authority
of Pub. L. No. 102-477 must report their CCDF expenditures on the SEFA as
expenditures under CFDA 93.575/93.596. CCDF funds do not lose their identity by
virtue of inclusion in a consolidated project.

See Appendix VI for special provisions related to Hurricanes Katrina and Rita.
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